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Abstract 
The experience of the Latin  American countries, and more recently, of the countries in the Eastern Europe, has proved that the 
periods of huge economic instability are associated to inflationary phenomena (that can degenerate into hyper  or mega 
inflation). Despite some attempts to weaken the negative effects of the inflation, the history of the last century stands as a living 
proof that the financial vulnerability of an economy, manifested through inflation, generally leads to strong imbalances both at a 
social level as well as at an economic one. Most of the economic agents become aware rather late of the inflationist shocks and 
do not become accustomed to them, and therefore such differences as those between business companies and the members of a 
society will come out. As expected, some governments can control the economic process during times of creeping inflation, but 
the price of the success is usually paid by the large mass of the private consumers. Since all the economic measures are expressed 
through monetary unities, any change of prices will make its presence felt in the financial structure of the economic activity, in 
the budget of the incomes and of the costs, and last but not least, in their economic - monetary equilibrium. Inflation touches 
directly upon the monetary  bookkeeping information used by the leading team in the decision activity, thus bringing about the 
decrease of its credibility as well as the possibility, in many cases, to wrongly tackle the developing strategies of the companies. 
At the same time, laying taxes upon the positive nominal incomes as well as on the real - valued negative incomes will result in 
the decapitalization of the business companies, phenomena also know
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1. Introduction 
Inflation in Romania has had a tormented history in the aftermath of 1990, setting negative records that had been 
hard to anticipate. The year 1993 witnessed the peak of the annual inflation rate of 256.1%, over the level of 1992, 
viz. 210.40%. The following period saw a decrease in inflation, down to 32.30% in 1995, but 1997 witnessed a new 
inflationary bout, leading to an increase of 154.80 %. Later the Romanian economy started to bounce back and 
inflation declined, reaching the lowest level of 4.84% in 2007. But the global crisis in 2008 triggered a new inflation 
high, which reached 7.85% in 2008 and later decreased to 6.09% in 2010 and 3.14% in 2011.  
Inflation has a great many consequences which vary from country to country and from stage to stage, according 
to the degree of price liberalisation and financial system development. In Romania, inflation, which has been 
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asymmetrical these past few years (prices, including salaries, have not been modified to the same extent), deeply 
impacted the population, companies, and the state as such, damaging the economic behaviour of  economic agents, 
moving the focus from production to patrimonial conservation.   
Accounting should accurately reflect the image of the patrimony of the economic agents. This begs the question: 
to what extent may the conventional accounting based on historical costs successfully complete this task? All 
accounting processing in a financial exercise reflecting the increases and decreases of each element in the patrimony 
in the spirit of the accurate image principle rest on three axioms, called conventions, as follows: the convention of 
stability, the convention of the replacing cost, and the convention of objectivity.  
It goes without saying that as long as the extent to which the stability of currency is observed  viz. the currency 
quantifying all facts and phenomena generating the alteration of patrimonial elements is kept stable (constant) in 
purchasing power during an accounting period, the accounting based on historical costs has a series of advantages: 
unity and comparability of the data and information provided, ease of calculations in constant currency, the 
possibility to control and the quick reconstruction of financial and economic operations.   
However, in conditions of inflation and hyperinflation, when the currency undergoes significant changes leading 
to the continuous and generalised depreciation of the purchasing power, this stability convention is annulled by the 
monetary depreciation. As a result, all subsequent currency processing are founded on a false premise, which will 
eventually affect the accurate image of the patrimony.   
Regarding the profitability and reliability of the economic agent, the monetary depreciation has a negative impact 
on two levels: by taxation and by distributing the fictitious profit created by inflation. Thus, the economic circuit of 
these plusses are the result of monetary depreciation; so, without a real basis, the distribution of these resources 
 
2. Causes of enterprise decapitalisation in Romania 
The companies whose turnover is between 2 and 50 million Euros are the ones that the crisis has hit the hardest. 
Medium sized companies are more flexible than big-sized ones, and more stable than small ones. Such companies 
represent about 5% of the so-
the total number of 600.000-650.000 SMSEs. If on the whole the SMSEs are seen as the main factor of economic 
development, accounting for 65%-70% of the GDP, medium sized enterprises are the real growth facilitator; that is 
why the phenomenon of decapitalisation becomes of utmost importance.   
. The delicate issue in the case of the withdrawal of the shareholders is that the company, 
not the remaining shareholders, should bear the costs of the withdrawal, which may result in its decapitalisation. 
Besides, given the present-day circumstances of the Romanian capital market, when most listed companies have 
started an accelerated delisting process, fraudulent speculative operations or even crimes may occur. I mostly refer 
intentions to change its field of activity, fusion, takeover, delisting, acquire shares on the market or wait for the 
important event to occur in order to ask for withdrawal from the company, and the value of the re-evaluated shares. 
Thus, the issue is mainly share transactions with the sole purpose of speculating on the rights due as a result of the 
withdrawal. The shareholders who withdraw from a company are entitled to ask for the recalculation of their share 
of all the assets, that is including the reserves that the company should constitute according to the law and the 
regulations of the state.  
VAT reimbursement by the state. The incessant slowdown of VAT reimbursement favours the blockage of 
hundreds of billions of lei in the idle accounts of public administration, thus depriving the economic agents of an 
important self-financing source.  Thus, damage is brought not only to the economic agents, but to the state budget as 
well. That is why many companies are forced to shut down, as they become insolvent because of the lack of VAT 
reimbursement by the state.  
Property exchange. The passage from state property to private property has led to disinterest in the management 
in commercial societies and their decapitalisation by unfair value transfers to individuals or interest groups. The 
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s. Only very few managed 
to recover the value of the products sold in 1989. Moreover, the centralised financing system stopped working and 
the commercial societies virtually started from zero floating capital in 1990.  
The unions contesting managers and th  has had as a direct 
and quick effect the loss of long-term customers and consequently, the loss of an important market share. The new 
wave managers agreed by the unions have mainly focused on their own interests and not the economic and technical 
performance of commercial societies.   
The brutal decapitalisation of state-funded economic agents was somehow favoured by the quasitotal 
abandonment of control activities, up to the highest level of organisation. Taking advantage of the lack of the most 
basic measures of primary accounts, corroborated with weak value insurance, criminals have created genuine 
trafficking networks dealing in stealing assets from commercial societies. 
Granting benefits on certain parts of the assets of industrial facilities has taken place against a corruption 
background, culminating in removing the compulsory auctions, or their formal organisation, the value of the benefits 
being eventually decided in a fraudulent compromising manner. Criminality in industry has known various 
manifestation forms, mainly stealing machines, transportation equipment, finished products, pieces, tools, electronic 
components, rare raw materials, committed by organised groups, to the purpose of being used in the private sector, 
or taken out of the country and sold abroad. A delicate issue for the Romanian industry resulted from giving up the 
services of companies specialising in foreign trade, who knew the foreign market, the business partners and the price 
evolution, and thus signing onerous export contracts by private companies, or losing important amounts of money 
by randomly associating with unreliable foreign companies, which proved disastrous for the national economy.  
Minimum annual tax.  The government passed a bill stipulating that companies would pay, starting May 1st 2010, 
a minimum annual income tax between 2,200 lei (about 500 Euros), if their total revenue is up to 52.000 lei, and 
43,000 lei (10,000 Euros) for revenues exceeding 129 million lei. Companies reporting (until December 31st) 
revenues between 52,001 and 215,000 lei shall pay a minimum annual tax of 4,300 lei (about 1,000 Euros), and for 
revenues of up to 430,000 lei (100,000 Euros) an annual tax of at least 6,500 lei. A minimum annual tax of 8,600 lei 
(2,000 Euros) shall be due for revenues between 430,001 lei and 4.3 million lei (one million Euros), and companies 
whose revenues are above this interval, but under 21.5 million lei (5 million Euros), shall pay at least 11,000 lei 
(2,500 Euros)..   
As a result, within the period of April 1-27, the Trade Registry received 5,763 requests of temporary activity 
suspension, dissolution and voluntary radiation, more than three times than in the same period in 2009. These 
requests mainly came from real estate and trading companies. The highest increase referred to temporary suspension 
of activity. Up to April 27, 3,424 requests had been forwarded for this form of activity interruption, while in 2009, 
only 993 such requests were registered all over the country, the increase is therefore 344.8%, according to the 
National Bureau of Trade Registry. 
3. Decapitalisation effects 
Unfortunately, all governments contributed to the decline or ruin of essential sectors of the Romanian economy, 
such as the extraction of mineral resources, the defence industry, the deforestation with a markedly negative impact 
on the environment, an underdeveloped and uncompetitive railway infrastructure. These are just a few of the 
economic areas undergoing a continuous decrease in terms of production volume, investments, and also 
decapitalisation by theft, patrimonial under evaluations, fraudulent privatisations, and corruption at the level of the 
state institutions. These processes have had a negative, even dramatic impact on the society as a whole, and also on 
the citizens, as well as the local and regional communities.  
a. Insolvency increase. In the past five years about 91,350 companies declared insolvency, mostly in the sector of 
retail, distribution and constructions. Thus, over 18,000 companies in the retail sector, 18,667 companies in the 
distribution sector, and 11,949 construction societies accounted for more than half of the insolvency cases reported 
in 2007. 
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2011 witnessed the highest number of insolvencies in the past five years, i.e. 22,650 companies, in various stages 
of the insolvency procedure. Thus, about 62 companies went under every day in 2010, when Romania had a 2.5% 
economic growth, according to the National Statistics Institute. 
The sectors registering the most aggressive increases of the insolvent companies in 2011 were real estate 
transactions (25.41%), machines and equipments (25.73%), postal and telecommunication services (20.86%), health 
care and welfare (20.00%). 
b. In 2011 the bankruptcies increased by 4.4% as compared to 2010. In 2011, the number of recorded 
bankruptcies rose by 4.42% as compared to 2010, when 21,692 insolvency requests were filed. In 2011, the top 
three positions in the classification of the most affected sectors, viz. wholesale, retail, and constructions, remained 
unchanged for the fourth year in a row, concentrating the highest number of insolvency cases recorded in 2011, i.e. 
about 55%.  
In the past five years, a number of general characteristics are to be noticed regarding the territorial distribution of 
insolvency cases: increased volatility with sharp ups and downs in each county, Bucharest came up on top in point 
of insolvency cases in the past five years, but the total proportion is in a continuous decrease (from 18.51% in 2006 
to 9.5% in 2011), going down by 98 insolvency cases in absolute value as compared to the previous year. 
Despite the economic growth in 2011, the number of bankruptcies is higher than in 2010, which shows that in 
reality the crisis continued to hit the companies already weakened by the 2009 - 2010 recession, and the 
undercapitalised ones. Unfortunately, the fourth trimester of last year as well as the first 6 months in 2012 show a 
worsening of the payment behaviour of the companies, with a double number of outstanding payments and arrears.   
From 2007 on, the number of insolvencies increased every year, from 14,104 companies to 14,483 in 2008 and 
18,421 in 2009. 
c. Increased number of insolvent companies. Similar to the previous studies, the 2011 situation brings no major 
surprises regarding the top 10 sectors in point of insolvent companies, the only changes in the top referring to order, 
which varies by one or two positions at most. So, retail reclaims the top position, thus confirming the persistence of 
financial difficulties of the companies in this sector, due to the slight decrease of the consumer market towards 
hypermarkets and retailers. 
The construction sector takes another top position among the first three sectors with most insolvencies, as it 
constantly registers an ever increasing number of insolvent companies. Thus, the number of such companies 
doubled since the late 2008, when the number of insolvent companies was 1,666. The top factors that affected this 
sector in 2011 are the low demand from the population, who undergoes an adjustment process to the higher ratio 
between debts and revenues, resulting from the interest increase and takings decrease, as well as the fragile 
financing support from the banking sector, or foreign or governmental investments.   
d. Statistics of suspensions, dissolutions and radiations on June 30th 2012. The statistical situation of the 
applications for temporary suspension of activity, dissolution and radiation of trading companies (according to The 
National Romanian Registry) in the first 6 months of 2012 in comparison with the same period of 2011, as well as 
the companies within the scope of Law no. 85/2006, is as follows:  
Table.1 Statistics of suspensions, dissolutions and radiations 
 
 June 30 2011 June 30 2012 % 
Activity suspensions 11,739 12,799 9,03 % 
Dissolutions 5,706 10,937 91,68% 
Radiations 37,334 33,540 10,16 % 
 
4. Recapitalisation of commercial societies  
 
An economy is alive if it is operative, if it has demands on the domestic and the foreign market alike. There are 
market on the second place, as Germany did, or resorts to commercial deficit, like Poland.  
Healthy economy. The extent to which the domestic market is able to react in an operative manner to the 
population needs, to create jobs and stimuli for the development of the population, conditions the comfort and life 
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plans of the most active part of the population who ensures the stability of the state  the middle class. The state 
should give more attention to this fundamental economic segment  which is the engine of the development of local 
business, and consequently of the state, aiding its own companies to hold strong positions on the domestic market, 
creating incentives for their development, growth and eventual launch on the international markets.  
Romanian brands for export. Be it wine, sweets, cosmetic products or detergents, Romania currently has 
ablished local consumer brands are now reaching China the United 
States. 
The ROM chocolate is one of the longest- lived Romanian brands, being launched in 1964. 27 million bars are 
sold annually, i.e. about one bar for each Romanian all over the globe. It is exported in countries like Hungary, 
Bulgaria and Spain. The ROM campaign in the fall of 2010  The American dream  was awarded the publicity 
Oscar at the Cannes festival. Kandia Dulce boasted a turnover of 31.4 million Euros last year, and a profit of 
440,000 Euros. 
Other successful brands are: the Eugenia biscuits, the Gusto maize snacks, the Murfatlar wine, the Topoloveni 
plum jam, the Borsec sparkling water, the Farmec cosmetics, the Dero detergent. 
Focus on niches. In the countries with a sizeable domestic market, like Poland and Romania, medium companies 
have a larger room for development and a bigger share of the GDP, which happens much rarer in the Check republic 
or Hungary. The significant domestic market, ensuring a substantial demand, is a definite advantage for Romanian 
medium-sized companies. That is why most of them have successfully overcome the crisis period. Another 
advantage of these companies is that their size makes them more flexible and more adaptable to the market 
 
5. Conclusions 
 withdrawal, VAT reimbursement by the state, inflation, property exchange, the unions contesting 
the population, companies, and the state as such, damaging the economic behaviour of  economic agents, moving 
the focus from production to patrimonial conservation.   
Failure to take necessary measures in time led to such a low reduction of production levels that many companies 
couldn not provide self-financing anymore. As a result, recapitalization of companies is the main source of regaining 
the market position and competitiveness. 
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